ANNEXURE 1 





REPORT OF THE AUDITOR-GENERAL TO WESTERN CAPE PROVINCIAL PARLIAMENT AND 
THE COUCNIL ON THE FINANCIAL STATEMENTS AND PERFORMANCE INFORMATION OF 
CENTRAL KAROO DISTRICT MUNICIPALITY FOR THE YEAR ENDED 30 JUNE 2009 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 


1. I have audited the accompanying financial statements of Central Karoo District Municipality which 
comprise the statement of financial position at 30 June 2009 and the statement of finandal 
performance, the statement of changes in net assets and the cash flow statement for the year 
then ended, and a summary of significant accounting policies and other explanatory notes, as set 
out on pages XX to XX. .. ^ 

.M'}- 

■J 

The accounting officer's responsibility for the financial sfatemenis 


The accounting ofUcer is responsible for the preparatjorT of 'lhe^e financial statements in 
accordance with the Standards of Generally Recognised Accouriting, Practice {Standards of 
GRAP) and in the manner required by the Local , Government Muntcip%Finance Management 
Act, 2003 (Act No. 56 of 2003) (MFMA) and the^jyision of Revenue Act, 2'§lDO,(Act No. 2 of 2008) 
(DoRA) and for such internal control as the ac'cqynting officer- determines is'W^cBssary to enable 
me preparation of financial statements that are frel-from miterial rntsstatemem, whether due to 
fraud or error. ' ' ' 


The Auditor-Generars responsibility 


4. 


5. 




' r-l^ 


As r^uired by section 188 of the Consfi&ion of;^& Ijlepub'iidfbf South Africa, 1996 read with 
Au?lif^pj5s2004 (Acfl^Oj^S -of 2di64)i(PAA) and section 126{3)(a) of the 
MFMA, my responsibiliMOd-to eXfwgss an pbliiloh on these financial statements based on my 
audit. ^ 






I conducted my audit inK|ccordaj:icfeayith^to^ Standards on Auditing read with 

General Wof)re,-60,of 2Ddj?|ji^|ued in &tiye^^enf Gazette No. 31057 of 15 May 2008. Those 
standards ragpire thay-romply^^^^ ethical requirements and plan and perform the audit to obtain 
reasonable* "assurance^sabout - .Whether the financial statpmontc =.r= 
misstatement 


^^bouL 

Tl 


'Whether 

'i'- 


the financial statements are free from material 


An audit involves perfomnlng'^ procedures to obtain audit evidence about the amounts and 
disclosures in the finandal ipfetements. The procedures selected depend on the auditor's 
juagement, indudrfjg the. assessment of the risks of material misstatement of the financial 
statements, whether.^dite So fraud or error. In making those risk assessments, the auditor 
corisiders internal control relevant to the entity's preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not 
for tne purpose of expressing an opinion on the effectiveness of the entrty*s internal controL An 
audit also includes evaluating the appropnateness of accounting policies used and the 
reasonableness of accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 


6. Paragraph 1 1 ef seq. of the Standards of Generally Recognised Accounting Practice, GRAP 1 
Presentation of Financial Statements requires that financial reporting by entities shall provide 
infonnation on whether resources were obtained and used in accordance with the legally adopted 
budget. As the budget reporting standard is not effective for this finandal year, I have determined 
that my audit of any disclosures made by the Central Karoo District Municipality in this respect will 
be I Ifni ted to reporting on non-com pfia nee with this discfosure requirement 


7. I believe that the audit evidence I have obtained is sufficient and appropnate to provide a basis for 
my audit opinion. 

Opinion 


8. In my opinion the financial statements present fairly, in all matenal respects, the financial position 
of the Central Karoo District Municipality as at 30 June 2009 and its finandal perfonnance and its 
cash flows for the year then ended, in accordance with the Standards of G RAP and in the manner 
required by the MFMA and DoRA. 


Emphasis of matters 

9. Without qualifying my opinion, I draw attention to the following mafes: 


Amendment to the applicable basis of accounting 


10. As set out in accounting policy note 1.1 of the municipality’s financiai-statements, the municipality 
has adopted the transitional provisions as allowed by Directive 4: Transitional Provisions for the 
Adoption of Standards of GRAP by Medium andilfow Capacity Municip^Wes", as issued by the 
Accounting Standards Board. 


A. 


Going concern 

11. As disclosed in note 46.7 to the financial '^statements, this- . municipality experience cash flow 
problems resulting in creditors not being%aid withlft,3g dayalTlje statement of financial position 
also reflects an unfavourablapash and cash;.equivalbW:ba{ance^of R2 756 428 at 30 June 2009. 
These conditions, along yir[(fl'^ffl|gmatter^^incffi^^ tha'"iack of cash resources to back funds 
and unspent conditionat’grants anci%ecelpts,Tjpbiht to fine existence of uncertainty that may cast 
doubt on the municipajig's ability tqfcbntinue as% going concern. 


Unauthorised and 


'’V- 

aii(|| jrregularexpe^ ■ ' 


1Z As disdoseii;fn'h6fef45.1 to tfife^nandaf statements, an amount of R275 577, which related to 
oversper^ding of amouWfe .appViJpriated for votes In the approved budget has not yet been 
approved;.by the council. ' 




13, As disclosedijn note 45,3 tdilthe financial statements, irregular expenditure to the amoont of 
R4 318 777 was incurred, as ja" result of non-compliance with the supply chain management poiicy. 


Material underspending-pf the budget 

< + 

14. As disclosed in appendix E(2) to the financiai statements, the municipality materially underspent 
the budget on other votes to the amount of R627 8SS, As a consequence, the municipality has not 
achieved its objectives of completing the multi-purpose centre. 

Restatement of corresponding figures 

15, As disclosed In note 41 to the financial statements, the corresponding figures for 30 June 2008 
have been restated as a result of changes to the accounting policies and errors discovered during 
2009 in the financiai statements of the Centra! Karoo District Municipality at, and for the year 
ended, 30 June 2008. 


other matters 

16. 1 draw attention to the following matters which relate to my responsibilities in the audit of the 
tinancial statements: 

Unaudited supplementary schedules 

information set out on pages XX to XX does not form part of the financial 
statements and is presented as additional information. I have not audited this schedule and 
accordingly I do not express an opinion thereon. 

Governance framework 

the auditor’s opinion pnfthe financial statements are 
related to the responsibilities and practices exercised fay the4cc6unting officer and executive 
management and are reflected in the key governance responsfelifies addressed below: 

Key governance responsibilities , ^ 




19. pie MFMA tasks the accounting officer with a numipir of responsibilitles^^phcernlng financial and 

risk managernBnt and internal contmJ i.u3^.^r_ 


[No. 1 . — ^ a • . V 


uie 

in s 

ar trail of supporting docurnentatlqmthatjs easily Wailable and provided 

1 timely manner 

. — : — ■ 

1, 

QUc 

NO significan^t difficulties were expenenced duringrthe auditsconceming delays 
or the ava liability of requested inform atiori . ^ 

ES 


dlty of financial statements aritt related management ififonnation 

— 

2. 

the financial statgjtf^nts were:|not subject to any material amendments 
resumnq from the^audit 


Q 

3. 

The annual report w|g, subniiqg|L5or^considafaH^ prior to the tabling of the 
auditor's report. a «« 



Tim 

4. 

Ava: 

Bliness of fliiahcia|.state'merits and management Information 



."f finanapiKStaterrlents were submitted for auditing as oer the 

legislated deadlines fsection 126 iof the MFMAl 

Ji 


iiaDiJityioxKey ofncjaFs during audit 


0 . I omcial^ were available^ throughout the audit pmce-^ 


uevi 

and 

Biopment and. cprnpljance with nsk management, effective interns! control 
governance practices C- '' 


6- 

Audit committeev?„, 




• The munlcrpaiity shad an audit committee in operation throughout the 
financial yean 

a 


• The audit committee operates in accordance with approved, written terms 
or reference. 

a 


• The audit committee substantially fuifflied its responsibilities for the year 
as set out in fsection 1 66f2> of the MFMA] ' ' 

m 


7* 

Infernal audit 




The municipality had an internal audit function in operation throughout the 
financial year. a me 

m 


• The internal audit function operates in terms of an approved internal audit 
plan. 

D 



• The internal audit function substantially fulfilled its resoonsibilities for the 

m 



No. 

Matter/-*' ■:f- \ ^ "• . / ^ “ "" 




year, as set out in section 165(2) of the IWFMA. 



8. 

There are no significant deficiencies in the design and implementation of 
Internal control in respect of financial and risk management. 


a 

9. 

There are no significant deficiencies in the design and impiementation of 

internal control in respect of compfiance with applicable laws and repufations. 



10. 

The information systems were appropriate to facilitate the preparation of the 
financial statements. 



11. 

A risk assessment was conducted on a regular basis and a risk management 

strategy, which includes a fraud prevention plan, is documented and used as 
set out in section 62{1)(c)(i) of the MFMA. 


a 

12. 

Powers and duties have been assigned, as set out in section 79 of the MPMA. 

a 


FoUoW'Ud of audit findinas 


13. 

The prior year audit findings have been substantially addressefl:i'' 

__H 1 

14. 

SCOPA resolutions have been substantially implemented.^gj^s’ 

Not 

applicable 

If^sues refatina to the reoorUna of oerformance informatriifi " ’►jCv. 


15. 

The information systems were appropriate to facjjftatB the preparation of a 

performance report that is accurate and complete!r;>l’'^ "-i Sv. 


a 

16. 

Adequate control processes and proceduresjj^designed and irnplemenfei^ to 

ensure the accuracy and completeness of repbfied performance informaflbri’.-, . 


□ 

17. 

A strategic plan was prepared and approved^ fpr th^’fifiancial year under 
review for purposes of monitoring the performan.c^ijn^^^ to the budget 

and delivery by the municipality agaiiisyts mandat^tiedetermined objectives, 
outputs, indicators and targetsfsectfprilSS of the 

SI 


18. 

There is a functioning performancenjiariail'erpjiit systerfeand performance 

bonuses are only paid after proper assessmenC^d^agprovaliby those charged 
with governance. ‘ 

9 



20. The financial statemehts^submittedTor audit ptu^oses were subject to material corrections during 
the audit This situatiQri> could h^iflgd to the\q.ualification of the financial statements had the 
rriunicipality not adjustedltheirfin’aineial'Sfateinenfe'dLiring the audit, based on rny findings. This is 
indicative of^airsituajtipn virhefe;:more effe^Wei liadership supervision and monitoring, as well as 
sharpened, ;reyieVv/'bV%t®rnaratJ,d^ and the audit committee is required to ensure the accuracy and 
compieten^s of the firiaridal statements submitted for audit purposes. 

21. Further/'^bre effective internal control and risk management practices need to be established 

through improved leadership supervision and monitoring and with the support of internal audit and 
audit committeesi. .. >■ 

22 The next few yeaf^will pose greater- challenges for the municipality with the ongoing transition to 
full compliance withiithe ;Standards of GRAP and the implementation of additional, approved 
Standards of GRAP. In order to deal with the prevalence of material misstatements in financial 
statements that have to be corrected during the audit, the municipality needs to: 


. develop a strategy to improve financial management controls relating to compliance vvith 
accounting standards and reconciliation and maintenance of underlying accounting 
records, in order to produce accurate and complete financial statements 

• produce monthly financial accounts for review by management 

• subject the financial statements to a quality review before they are submitted for auditing, 
while the internal audit unit and audit committee can assist with evaluating the adequacy of 
the design and implementation of controls around the preparation of the financial 
statements. 


23. Key officials were not available throughout the audit process, which had a negative impact on the 
effectiveness and efficiency of the audit process. 

24. The development of a performance management system policy framework that faciiitates the 
preparation of a performance report that is accurate and complete and available for internal and 
external review In a timely manner Is in place, however, requires urgent attention by management 
with the support of internal audit and the audit committee. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 


Report on performance information 


25. 1 have reviewed the performance information as set out on pages ^ to XX. 


-A 


The accounting officer's responsibility for the performance infoirinatlon 

26. In terms of section 121(3)(c) of the MFMA, the annual report of ar municipality must include the 
annual performance report of the municipality, prepatep|by the municipality in terms of section 46 
of the Local Government: Municipal Systems Act, 20^/^ct No. 32 of 2bbO)_(MSA). 






The Auditor-General’s responsibility 

27. 1 conducted my engagement in accordance with the PAA read with General Notice 

616 of 2008, issued in Government Gazette No. SfOSZ-Ipjs May 2008. 


‘ - 


28. In terms of the foregoing my engagemept.incli^ded^perfo(7fiiH9r.procedu of a review nature to 
obtain sufficient appropriate evidence sbqgt the p^gi^ance-Tnformari and related systems, 
processes and procedures-.T:he'prpcedurei^seiecfe3"fJepfe^ the auditor's judgement, 

29. 1 believe that the evidence 1 have pbfeined is'|imdent and appropriate to provide a basis for the 
review findings reporteeivbelow. .r;S- 




Findings on perfonnanca irtform^ilbti" ' ' 

Non-compliance with regulatory requirements 

Content of integrated developrrient plan 

30, The integratSl:,jdevelopment,^ian of the municlpallby did net induds all the key performance 
indicaiors determjne.d in terms' of its performance management system, as required by sections 
26[i} and 41(i)(b) ‘6t-ythe>|iSA and regulatiDn 12 of the Municipal Planning and Performance 
Management Regulations: 2001 

Internal auditing of performance measurements 

31 The munidpality did not develop and implement mechanisms, systems and processes for auditing 
the results of performance measurement as part of its internal audit processes, as required in 
terms of section 45 of the MSA, 


No mid-year perfonnanGe assessments 

32. The accounting officer of the municipality did not by 25 January of each year assess the 
performance of the municipality during the first half of the financial year, taking into account the 
municipality's service delivery performance during the first half of the financial year and the service 


delivefy targets and performance indicators set in the service delivery arrd budget implementation 
plan, as required by section 72 of the MFIMA. 

Reported performance Information not reliable 

33. The annual report indicates that 100% of the capital budget was spent on capital projects although 
the municipality under spent on the capital budget by R31 8 1 S5 or 5.1 %. 

APPRECIATION 

34. The assistance rendered by the staff of the Central Karoo District Municipality during the audit is 
sincerely appreciated. 



Cape Town 



November 2009 




AUDltOI^^C^ENSKAL 
south ApfttCA 
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CENTRAL KAROO DISTRICT a«UNICIPAUTY 

FINANCIAL STATEMENTS FOR THE YEAR ENDED SO JUNE 2009 
GENERAL INFORMATION 


NATURE OF BUSINESS 

Central Karoo District Municipality is 3 District Municipality performing the functions as set out in the ConsBution. 

(Act no 105 of 1996) 

COUNTRY OF ORIGIN AND LEGAL FORft/I 

South African Category C Municipality (District Municipality) as defined by the Municipal Structures Act (Act no 

117 0(1998) 

JURISDICTION 

The Central Karoo District Municipality includes the following areas: 

Beaufort Mfesf 
Prince A/ierf 
Laingsburg 
DMA Murraysburg 

MEMBERS OF THE MAYORAL COMMITTEE 

Executive Mayor 
Deputy Executive Mayor 
Executive Counctlior 

MUNICIPAL MANAGER 
Mr. SJooste 

CHIEF FINANCIAL OFFICER 
Mr. CJ Kymdefl 

REGISTERED OFFICE 
Private 8agX550 
SEAUFORTWESr 
6970 

AUDITORS 
Audrtor-Generat 
Private Bag XI 
Chempet 
7442 

PRINCIPLE BANKERS 
First National Bank 

attorneys 
Van NiekBfk Attorneys 

RELEVANT LEGISLATION 

Munidpal Finanoe Management Act (Act no 56 of 2003) 

Division of Revenue Act 
The Income Tax Act 
Value Added Tax Act 

Municipal Structures Act (Act no 1 17 of 1996) 

Municipal Systems Ad (Ad no 32 of 2E300) 

Municipal Planning and Performance Management Regulations 
Water Services Act (Ad no 108 of 1997) 

Housing Ad (Ad no 107 of 1997) 

Municipal Property Rates Ad (Ad no 6 of 2004) 

Electricity Ad (Ad no 41 of 1987) 

Skills Development Levies Act (Ad no 9 of 1999) 

Einployment Equity Ad (Ad no 55 of 1 993) 

Unemployment Insurance Ad (Ad no 30 of 1 966) 

Basic Conditions of Employment Ad (Ad no 75 of 1997) 

Supply Chain Management Regulations, 2005 
Collective Agreements 
Infrastrudure Grants 
SALBC Leave Regulations 
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CENTRAL KAROO DISTRICT MUNICIPALITY 
ANNUAL FINANCIAL STATEMENTS 
for the year ended 
30 June 2009 


1 am responsible for the preparation of these annual financial statements, which are 
set out on pages 1 to 28, in terms of Section 126(1) of the Municipal Finance 
Management Act and which 1 have signed on behalf of the Municipality. 


1 certify that the salaries, allowances and benefits of Councillors as disclosed in note 
21 of these annual financial statements are Vvithin the upper limits of the framevrariv 
envisaged in Section 219 of the Constitution, read with the Remuneration of Public 
Officer Bearers Act and the Minister of Provincial and Local Government’s 
determination in accordance with this Act 



Date 



1 . 00 ^ 
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CENTRAL KAROO DISTRICT MUNICIPALITY 


STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2009 


12 

Notes 

2009 

2008 

NET ASSETS AND LIABIUTtES 

Net Assets 


R 

22.451,545 

R 

17.608.472 

Housing Development Fund 

1 

348,691 

348,691 

Caprtal Replacement Reserve 

2 

- 

— 

Capitalisation Reserve 

2 

- 

* 

Government Grant Reserve 

2 


- 

Donations and Public Contiibution Reserve 

2 

- 


Self Insurance Reserve 

2 ' 

- 


Change in accounting policy - Note 40.4 

2 

- 

- 

Accumulated SurpIus/{Deficit) 


22,102.854 

17.259,781 

Non-Current Liabilities 


3,313.008 

8,539,228 

Long-term Liabilities 

Z 

39,861 

145,448 

Employee Benefits 

4 

8,273,147 

8,393,780 

Current Liabilities 


11,169,346 

9,638,941 

Consumer Deposits 

5 

15,792 

15,622 

Provisions 

6.2 

130,000 

118,182 

Short Term Employee Benefits 

6.1 

885.139 

783,409 

Trade and other payables 

7 

4,196,026 

3,196,582 

Unspent Conditional Government Grants and Receipts 

8 

3.045,485 

5,002,322 

Unspent Conditional Public Contributions and Receipts 

9 

- 

- 

Taxes 

10 

- 

473,048 

Short-term Loans 

11 

- 

- 

Operating Lease Liability 


- 

- 

Cash and Gash Equivalents 

21 

2,806.149 

• 

Current Portion of Long-term Liabilities 

3 

90,754 

49,776 

Total Net Assets and Liabilities 


41.933,899 

35,786,641 

ASSETS 

Non-Current Assets 


34,038,011 

28,383,680 

Property, Plant and Equipment 

12 

34,004.749.00 

28,346,734 

Non-Current Assets Held for Sale 

13 

- 

- 

Investment Property 

14 

* 

- 

Intangible Assets 

15 

33,262 

37,946 

Investments 

16 

- 

- 

Long-Term Receivables 

17 

“ 

- 

Current Assets 


7.895.838 

7,402,961 

Inventory 

18 

869,055 

868,999 

Trade Receivables from exchange transactions 

19 

430,121 

537.034 

Other Receivables from non-exchange transactions 

20 

1.267,468 

1,202,876 

Unpaid Conditional Government Grants and Receipts 

a 

4,928.727 

4,329,655 

Operating Lease Asset 


- 

- 

Taxes 

10 

350,796 

- 

Current Portion of Long-term Receivables 

17 

- 

- 

Cash and Cash Equivalents 

21 

49,721 

464,396 

Total Assets 


41,933,899 

35,786,641 
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CENTRAL KAROO DISTRJCT MUMICBPALI7Y 


STATEByaEMT OF RWAWCIAL PERFOREUIAWCE FOR THE YEAR ENDED 30 JUNE 2009 


REVENUE 

Revenue from Non-exchange Transactions 
Taxation Revenue 
Property taxes 

Change in accounting policy - Note 40.4 

Government Grants and Subsidies 
Public Contributions and Donations 
Contributed Property. Plant and Equipment 

Other Revenue 

Fines 

Third party payments 
Stock adjustments 
Actuarial Gains 
Changes in Fair Value 
Other 

Revenue from Exchange Transactions 

Property Rates - penalties imposed and collecttcn charges 
Service Charges 

Water Services Authority Contribution 
Rental of Facilities and Equipment 
Interest Earned - externa! investments 
Interest Earned - outstanding debtors 
Licences and Permits 
Income for Agency Services 
Other Income 

Unamortised discount^ Interest 
Total Revenue 

EXPENDITURE 

Employee related costs 
Remuneration of Councillors 
Debt Impairment 
Collection costs 
Depredation and Amortisation 
Impairments 

Repairs and Maintenance 

Unamortised discount - Interest 

Actuarial losses 

Finance Charges 

Bulk Purchases 

Contracted services 

Grants and Subsidies Paid 

Other Operating Grant Expenditure 

General Expenses 

Changes in Fair Value 

Total Expenditure 

Operating Surplus for the Year 

Loss on disposal of Proper^, Plant and Equipment 

Gain on disposal of Property, Plant and Equipment 

NET SURPLyS/(DEFlCIT) FOR THE YEAR 
Refer to Appendix E{1) for explanation of variances 


Notes 

2009 

2008 


R 

R 


28,192*382 

20,563,808 


703,461 

682,446 

22 

703,461 

682,446 


26,846,322 

19,866,767 

23 

26.846,322 

19.866,767 

24 

- 

- 

25 

* 



$42,599 

14,596 


32.057 

14,595 

4 

610.542 ! 

- ' 

20.1 


- 

27 


" 


28,053,506 

25,792,085 

28 

i 2,074,545 

2.787,084 

29 

- 

- 


93,939 

123,020 


178,528 

539,863 


184 

7,843 


241,184 

212,238 


24,109,897 

21,454,190 

30 

1,360,230 

667,847 

31 

• 



56,250,388 

46,355,893 


32 

9,432,119 

10.594,066 

33 

2.548.062 

2,295,020 

34 

580,838 

621,258 


1,614,266 

1,420,519 

35 

- 

* 


422,366 

313,132 

31 

- 

* 

4 

- 

602,655 

36 

980,074 

720,370 

37 

931,624 

708,348 


351,268 

345,260 

38 

- 

2,915.257 

39 

34,526,331 

29.471,493 

26-2 




51,393,018 

50,007,373 


4,857,870 

(3,651,485) 


(14,798) 

- 


4,843,073 

(3,651,485) 
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CENTRAL KAROO DISTRICT MUNIGIPALITY 


CASH FLOW STATERflENT FOR THE YEAR ENDED 30 JUNE 2009 



12 

2009 

2008 

CASH FLOW FROM OPERATING ACTIVITIES 

Notes 

R 

R 

Cash receipts from ratepayers, government and other 


57.051,790 

46.330,065 

Cash paid to suppliers and employees 


(52,117,236) 

{45.808.237) 

Cash generated/(absorbed) by operations 

42 

4.934,554 

521,828 

Interest Received 

Fin.Perf. 

178,528 

539,863 

Interest Paid 

Fin.Perf. 

(986.074) 

(53,132) 

Change in accounting policy - Note 40.4 

CASH FLOW FROM INVESTING ACTIVITIES 


4,127,009 

1,008,559 

Purchase of Property, Plant and Equipment 

12 

(7.267,410) 

(2,039,383) 

Proceeds on Disposal of Fixed Assets 


-0 

- 

(lncrease)/Decrease in Intangible Assets 

15 

(15,985) 

(15,240) 

(lncrease)/Decrease in Long-term Receivables 


- 

- 

(Increasej/Decrease in Non-current Investments 


- 


Net Cash from Investing Activities 

CASH FLOW FROM FINANCING ACTIVITIES 


(7,283,395) 

(2,054,623) 

New loans raised/(repaid) 

App. A 

(64,608) 

9,770 

lncrease/(Decrease) in Consumer Deposits 

5 

170 

495 

Net Cash from Financing Activities 

NET INCREASE/(DECREASE) IN CASH AND CASH 


(64,438) 

10,265 

EQUIVALENTS 


(3,220,825) 

(1,035,799) 

Cash and Cash Equivalents at the beginning of the year 


464,396 

(1.500.195) 

Cash and Cash Equivalents at the end of the year 

NET INCREASE/(DECREASE) IN CASH AND CASH 

43 

(2.756.428) 

464,396 

EQUIVALENTS 


(3,220,825) 

(1,035,799) 




CEIJTRAL KAROO DISTRICT MUMICiPALITY 


E e-l 


a & 

3 (D 


t g £ 
^ ^ S 


1 E 
S "o s ™ 

SsS“ 


I = s 

g s : 


I 

5 S 
aoc 
o 
O 


3 E ? 

= u o 

9- 3 A 
d (3 c 
y a.i£ 


c E ij 

log 

Q {Q IL 

I £ 


» i£ c;: 



ia 



i 

® ^ ^ E p o 

^3® C 
Baa &o^ o'O^ = 

^Zo££ui*-Q ra 

a W c 1 

wSS^Q^SsB^oW'a 
ogifi|3§||i5i? 
11™! elf h?$ sai" 

llsS” |l| Iflal 

O ^ j= ® o O f= .s a jc .2 « 


58 


otE:zooj-aoi-< 


§ 



o 5 ^ 

llllfl 

J= i Q F < O 


CENTRAL KAROO DISTRICT MUNICIPAUTY 


ACCOUNTING PRINCIPLES AND POLICIES NOTES APPLIED IN THE 
FINANCIAL STATEMENTS 


BASIS OF PREPARATION 

The annual financial statements have been prepared on an accrual basis of accounting and are in 
accordance with historical cost convention unless specified otherwise. 

These annual financial statements have been prepared in accordance with Directive 5 
'Determining the GRAP Reporting Framework", issued by the Accounting Standards Board. 

The standards are summarised as follows: 


GRAP1 

Presentation of Financial Statements _ 

GRAP 2 

Cash Flow Statements 

GRAP 3 

Accounting Fo tides, Changes in Accounting Estimates and Errors 

GRAP 4 

The Effects of changes in Foreign Exchange Rates 

GRAP 5 

Borrowing Costs 

GRAP 6 

Consolidated and Separate Financial Statements 

GRAFT 

Investments in Associate 

GRAP 8 

Interests in Joint Ventures 

GRAP 9 

Revenue from Exchange Transactions 

GRAP 10 

Financial Reporting in Hyperinflationary Economics 

GRAP 11 

Construction Contracts 

GRAP 12 

Inventories 

GRAP 13 

1 Leases 

GRAP 14 

Events after the reporting date 

GRAP 16 

Investment Property 

GRAF 17 

Property, Plant and Equipment (PPE) 

GRAP 19 

Provisions, Contingent Liabilities and Contingent Assets 

GRAP 100 

Non-Current Assets Held for Sale and Discontinued Operations 

GFIAP 101 

Agricultural 

GRAP 102 

intangible assets 


Accounting policies for materiai transactions, events or conditions not covered by the above 
GRAP have been developed in accordance with paragraphs 7, 11 and 12 of GRAP 3. 


A summary of the significant accounting policies, which have been consistently applied except 
where an exemption or transitional provision has been granted, are disclosed below. 

Assets, liabilities, revenue and expenses have not been offset except when offsetting is permitted 
or required by a Standard of GRAP. 
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The accounting policies applied are consistent with those used to present the previous year s 
financial statements, unless explicitly stated. The details of any changes in accounting policie 
are explained in the relevant notes to the Financial Statements. 

In terms of Directive 4: 'Transitional Provisions for Medium and Low Capacity Municipalities 
issued by the Accounting Standards Board the municipality has adopted the transitional 
provisions for the following GRAP Standards: 


GRAP 12 - Inventories: 

GRAP 13- Leases; 

GRAP 16 - investment Property: 

GRAP 17 - Property, Plant and Equipment: 

GRAP 1 9 - Provisions, Contingent Liabilities and Coritingent Assets; 

GRAP 100 - Non-current Assets Held for Sale and Discontinued Operations; 
GRAP 1 02 -Intangible Assets. 


1.2. PRESENTATION CURRENCY 

Amounts reflected in the financial statements are in South African Rand and at actual values. No 
financial values are given in an abbreviated display format. No foreign exchange transactions are 
included in the statements. 

1.3. GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 


1.4. COMPARATIVE INFORMATION 


1.5. 


Budget information in accordance with GRAP 1. has been provided in an annexure to these 
financial statements and forms part of the audited annual financial statements. 


When the presentation or classification of items in the annual financial statements is amended, 
prior period comparative amounts are restated, unless a standard of GRAP does not require the 
restatements of comparative information. The nature and reason for the reclassification is 
disclosed. Where material accounting errors have been identified in the current year, the 
correction is made retrospectively as far as is practicable, and the prior year comparative are 
restated accordingly. Where there has been a change in accounting policy in the current year, 
the adjustment is made retrospectively as far as is practicable, and the prior year comparatives 
are restated accordingly. 


STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT 
YET EFFECTIVE 


The following GF^AP standards have been issued but are not yet effective and have not been 
early adopted by the municipality: 


GRAP 18 

Segment Reporting 

GRAP 21 

Impairment of non-cash-generating assets 

GRAP 23 

Revenue from Non-Exchange Transactions (Taxes and Transfers) 

GRAP 24 

Presentation of Budget Information in Financial Statements 

GRAP 26 

Impairment of cash-generating assets 

GRAP 103 

Heritage Assets 
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16. FOREIGN CURRENCY TRANSACTIONS 

The Municipaitty will not incur a foreign currency liability other than that allowed by the MFMA. 

17. RESERVES 

1.7.1 Housing Development Fund 

The Housing Development Fund was established in terms of the Housing Act, (Act No. 107 of 
1997). Loans from National and Provincial Government, used to finance housing selling schemes 
undertaken by the Municipality, were extinguished on 1 April 1998 and transferred to the Housing 
Development Fund. Housing selling schemes, both completed and in progress as at 1 April 
1993, were also transferred to the Housing Development Fund, in terms of the Housing Act, all 
proceeds from housing developments, which include rental income and sale of houses, must be 
paid Into the Housing Development Fund. Monies standing to the credit of the Housing 
Development Fund can be used only to finance housing developments within the municipal area 
subject to the approval of the Provinciai MEC respansible for housing. 

1.7.2 Capita/ Replacement Reserve (CRR) 

In order to finance the provision of Infrastructure and other items of property, plant and equipment 
from internal sources, amounts are transferred from the accumulated surplus / (deficit) to the 
CRR. The cash in the CRR can only be utilized to finance items of property, plant and equipment. 
The CRR is reduced and the accumulated surplus / (Deficit) are credited by a corresponding 
amount when the amounts in the CRR are utilized. 

1.7.3 Revaluation Reserve 

The surplus arising from the revaluation of game is credited to a non-distributable reserve. On 
disposal, the net revaluation surplus is transferred to the accumulated surplus / (deficit) while 
gains or losses on disposal, based on revaiuated amounts, are charged to the Statement of 
Financial Performance. 

IS, LEASES 

1.8.1 M uni cl pall ty as Lessee 

Leases are classified as finance leases where substantially all the risks and rewards associated 
with ownership of an asset are transferred to the municipality. Transfer of ownership is not 
required to be recognised as a finance lease. Property, plant and equipment or intangible assets 
subject to finance lease agreements are initially recognised at the lower of the asset's fair value 
and the present value of the minimum lease payments. The corresponding liabilities are initially 
recognised at the inception of the lease and are measured as the sum of the minimum lease 
payments due in terms of the lease agreement, discounted for the effect of interest. In 
discounting the lease payments, the municipality uses the interest rate that exactly discounts the 
(ease payments and unguaranteed residual value to the fair value of the asset plus any direct 
costs incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with the 
stated accounting policies applicable to property, plant and equipment or intangibles. The lease 
liability is reduced by the lease payments, which are allocated between the lease finance cost 
and the capital repayment using the effective interest rate method. Lease finance costs are 
expensed when incurred. The accounting policies relating to derecognition of financial 
instruments are applied to lease payables. 
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Operating leases are those leases that do not fall within the scope of the above definition. 
Operating lease rentals are recognised on a straight-line basis over the term of the relevant 
lease. 

1.8.2 Municipality as Lessor 

Under a finance lease, the municipality recognises the lease payments to be received in 
a lease agreement as an asset (receivable). The receivable is calculated as the sum of all the 
minimum lease payments to be received, plus any unguaranteed residual accruing to the 
municipality, discounted at the interest rate implicit in the lease. The receivable is reduced by the 
capital portion of the lease instalments received, with the interest portion being recognised as 
interest revenue on a time proportionate basis. The accounting policies relating to derecognition 
and impairment of financial instruments are applied to lease receivables. 

Rental income from operating leases is recognised on a straight-line basis over the term of the 
relevant lease. 

1.9. UNSPENT CONDITIONAL GRANTS 

Unspent conditional grants are financial liabilities that are separately reflected on the Staternent 
of Financial Position. They represent unspent government grants, subsidies and contributions 
from the public. 

1.10. PROVISIONS 

Provisions are recognised when the municipality has a present or constructive obligation as a 
result of past events, it is probable that an outflow of resource embodying economic benefits will 
be required to settle the obligation and a reliable estimate of the provision can be made. 
Provisions are reviewed at reporting date and adjusted to reflect the current best estirnate. 
Where the effect is material, non-current provisions are discounted to their present value using a 
discount rate that reflects the market’s current assessment of the time value of money, adjusted 
for risks specific to the liability (for example in the case of obligations for the rehabilitation of 

land). 

The municipality does not recognise a contingent liability or contingent asset. A contingent 
liability is disclosed unless the possibility of an outflow of resources embodying economic benefits 
is remote. A contingent asset is disclosed where an inflow of economic benefits is probable. 

Future events that may affect the amount required to settle an obligation are reflected in^the 
amount of a provision where there is sufficient objective evidence that they will occur. Gains from 
the expected disposal of assets are not taken into account in measuring a provision. Provisions 
are not recognised for future operating losses. The present obligation under an onerous contract 
is recognised and measured as a provision. 

A provision for restructuring costs is recognised only when the following criteria over and above 
the recognition criteria of a provision have been met; 

(a) The municipality has a detailed formal plan for the restructuring identifying at least: 


the business or part of a business concerned; 
the principal locations affected; 

the location, function and approximate number of employees who will be 
compensated fortemiinating their services; 
the expenditures that will be undertaken; and 
when the plan will be implemented. 
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(b) The municipafity has raised a valid expectation in those affected that it will carry out the 
restructuring by starting to implement that plan or announcing its main features to those 
affected by it. 


1.11. EMPLOYEE BENEFITS 

(a) Post Retirement Medical obligadons 

The municipality provides post-retirement medical benefits by subsidizing the rnedi^i aid 
contributions of certain retired staff according to the rules of the medical aid funds. Council 
pays 70% as contribution and the remaining 30% are paid by the mennbers. \ he 
entitlement to these benefits is usually conditional on the employee remaining in service up 
to retirement age and the completion of a minimum service period. The expected costs of 
these benefits are accrued over the period of employment using the same accounting 
methodology as used for defined benefit pension plans. 

Actuarial gains and losses arising from the experience adjustrnents and changes in 
actuarial assumptions, is charged or credited to the Statement of Financial Performance in 
the period that it occurs. These obligations are valued periodically by independent qualified 
actuaries. 

(b) Accrueef Leave Pay 

Liabilities for annual leave are recognised as they accrue to employees. The liability is 
based on the total amount of leave days due to employees at year end and also on the 
total remuneration package of the employee. 


1.12. PROPERTY, PLANTANDEQUIPMENT 


1.12.1 Initial Recognition. 


Property, plant and equipment are tangible non-current assets (including infrastructure assets) 
that are held for use in the production or supply of goods or services, rental to others, or for 
administrative purposes, and are expected to be used during more than one year. Items of 
property, plant and equipment are initially recognised as assets on acquisition date and are 
initially recorded at cost. The cost of an item of property, plant and equipment is the purchase 
price and other costs attributable to bring the asset to the location and condition necessaiy for it 
to be capable of operating in the manner intended by the municipality. Trade discounts and 
rebates are deducted in arriving at the cost. The cost also includes the necessary costs of 
dismantling and removing the asset and restoring the site on which it is located. 


When significant components of an item of property, plant and equipment have different usefiri 
lives, they are accounted for as separate items {major components) of property, plant ana 
equipment. 


Where an asset is acquired by the municipality for no or nominal consideration (i s- ^ 
exchange transaction), the cost is deemed to be equal to the fair value of that asset on the date 
acquired. 


Where an item of property, plant and equipment is acquired in exchange for a non-monetary 
asset or monetary assets, or a combination of monetary and non-monetary assets, the assets 
acquired is initially measured at fair value (the cost). It the acquired item’s fair value was not 
determinable, 'it's deemed cost is the carrying amount of the asset(s) given up. 
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Major spare parts and servicing equipment qualify as property, plant and equipr^ent when the 
municipality expects to use them during more than one period Similarly, if the major spare parts 
and servicing equipment can be used only in connection with an item of property, plant and 
equipment, they are accounted for as property, plant and equipment. 

lfZ2 Subsequent Measumnient- Cost iWodef 

Subsequent to initial recognition, items of property, plant and equipment are measured at cost 
less accumulated depreciation and Impairment losses. Land is not depreciated as it is deemed to 
have an indefinite useful life* 

Where the municipality replaces parts of an asset, it derecognises the part of the asset being 
replaced and capitalises the new component Subsequent expenditure incurred on an asset is 
capitalised when It increases the capacity or future economic benefits associated with the asset. 


iJ2.3 Depreciafion and Impairment 


Depreciation is calculated on the depreciable amount, using the straight-line method over the 
estimated useful lives of the assets. Components of assets that are significant in relation to the 
whole asset and that have different useful lives are depredated separately* The annual 
depreciation rates are based on the following estimated useful lives 

years 


Infrastructure 

years 

Roads and Paving 

30-167 

Pedestrian Malls 

30-167 

Electricity 

20-167 

Water 

15-167 

Sewerage 

15-167 

Housing 

30 

Community 

Buildings 

30 

Recreational Facilities 

20-30 

Security 

5 

Halls 

20-30 

Libraries 

20-30 

Parks and gardens 

15-20 

Other assets 

15-20 


Other 


Buildings 

30 

Specialist vehicles 

10 

Other vehicles 

5 

Office equipment 

3-7 

Furniture and fittings 

7-10 

Watercraft 

15 

Bins and containers 

5 

Specialised plant and 


Equipment 

10-15 

Other plant and 


Equipment 

2-5 

Landfill sites 

15 

Quarries 

25 

Emergency equipment 

10 

Computer equipment 

3 


Heritage assets 

No depreciation 
Finance lease assets 
Office equipment 3 

Other assets ^ 

lfZ4 De-recognition 

Items of property, plant and equipment are derecognised when the asset is disposed or when 
there are no further economic benefits or service potential expected from the use of the asset. 
The gain or loss arising on the disposal or retirement of an item of property, plant and equipment 
is determined as the difference between the sales proceeds and the carrying value and is 
recognised In the Statement of Financial Performance. 
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1.13* INTANGIBLE ASSETS 
i,i3J Initiai Recognition 

An intangible asset Is an identifiabie non-monetar/ asset without physical substance. Examples 
include computer software, licences and development costs. The municipality recognises an 
intangible asset in its Statement of Financial Position only when it is probable that the expected 
future economic benefits or service potential that are attributable to the asset will flow to the 
municipality and the cost or fair value of the asset can be measured reliably. 

Internally generated intangible assets are subject to strict recognition criteria before they are 
capitalised. Research expenditure is never capitalised, while development expenditure is only 
capitalised to the extent that: 

o the municipality intends to complete the intangible asset for use or sale; 

o it IS technically feasible to complete the intangible asset; 

a the municipality has the resources to complete the project; and 

o it is probable that the municipaiity wili receive future economic benefits or service potential. 
Intangible assets are initially recognised at cost. 

Where an intangibie asset is acquired by the municipality for no or nominal consideration (i.e. a 
non exchange transaction), the cost is deemed to be equal to the fair value of that asset on the 
date acquired. 

Where an intangible asset is acquired in exchange for a non-monetary asset or monetary assets, 
or a combination of monetary and non-monetary assets, the asset acquired is initially measured 
at fair value (the cost). If the acquired item's fair value was not determinable, ifs deemed cost is 
the carrying amount of the asset{s} given up. 

1.13.2 Subsequent Measurement - Cost Mode/ 

Intangible assets are subsequently carried at cost less accumulated amortisation and 
impairments. The cost of an intangible asset is amortised over the useful life where that useful 
life is finite. Where the useful life is indefinite, the asset is not amortised but is subject to an 
annual impairment test. 

1.13.3 AmoiHsation and Impairment 

Amortisation is charged so as to write off the cost or valuation of intangible assets over their 
estimated useful lives using the straight line method. The annual amortisatiorr rates are based on 
the following estimated useful lives: 

Intangible Assets Years 

Computer Software 3 

1.13.4 DB-recognition 

Intangible assets are derecognised when the asset is disposed or when there are no further 
economic benefits or service potential expected from the use of the asset. The gain or loss 
arising on the disposal or retirement of an intangible asset is determined as the difference 
between the sales proceeds and the carrying value and is recognised in the Statement of 
Financial Performance. 
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1.14. INVESTMENT PROPERTY 
1.14.1 Initial Recognition 

Investment oroperty includes property (land or a building, or part of a building, or both 

“icl le^se) U to earn rentals and/or for ® £ 

than held to meet service delivery objectives, the production or supply of goods or services, or 
sale of an asset in the ordinary course of operations. 

At inHial recoqnition the municipality measures investment property at cost including ^ransacbon 
"sts onSZeets he defIMm of investment property. However, where an inveam^ P 
S a^rr^Through a norvexchange transedlon 0.e. where It acginr^ We investment property 
for no or a nominal value), its cost is its fair value as at the date of acquisition. 

Transfers are made to or from investment property only "Ilf ® ^ ® j 

transfer from investment property to owner occupied property, the deemed ® ^ _ 

accounting is the fair value at the date of change in use. If owner 

investment property, the municipality accounts for such property in accordance with the policy 
stated under property, plant and equipment up to the date of change in use. 

The cost of self-constructed investment property is the cost at date of completion. 

1 14 2 SubseguGnt Measurement - Farr \/a/ue Mode/ 

arises- 

iJ4,3 De-recognftion 

Investment property is derecognised when it is disposed or when there are no f f 
f-on. .he ule of to mvedlmert The 9.3;n or lyj. ansto 

disposal or retirement of an item of investment property is determined as tte dflerenceoem^^^^^ 
the sales proceeds and the carrying value and is recognised in the Statement of Financial 

Performance. 

1,15, NON-CURREMT ASSETS HELD FOR SALE 
fnit/af Recogn/tfon 

Non-current assets and disposal groups are classified as held for sale if their cai^ng amourrt will 
be recovered through a sale transaction rather than through continuing use. This condto 
as meronly when the sale is highly probable and the asset (f ^LThe ^Le 
Sable for immediate sale in its present condition. Management must f mmitted to the sale 
which should be expected to qualify for recognition as a completed sale within one year fro 
date of classification. 

1,15,2 Subsequent Measurement 

Non-current assets held for sale (or disposal group) are measured at the lower of carrying 
amount and fair value less costs to sell* 

A non-current asset is not depreciated (or amortised) white it is classified as held for sale, or white 
it is part of a disposal group classified as held for sale. 
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Interest and other expenses attributable to the liabilities of a disposal group classified as held for 
sale are recognised in surplus or deficit 

1.16. CONSTRUCTION CONTRACTS 

Where the outcome of a construction contract can be estimated reltabiyi contract revenue and 
costs are recognised by reference to the stage of completion of the contract activity at the 
reporting date, as measured by either the proportion that contract costs incurred for work 
performed to date bear to the estimated total contract costs or surveys of work done or 
completion of a physical proportion of the contract work. 

Variations in contract work, claims and incentive payments are included to the extent that they 
have been agreed with the customer 

When the outcome of a construction contract cannot be estimated reliably, contract revenue is 
recognised to the extent that contract costs incurred are recoverable. Contract costs are 
recognised as an expense in the period in which they are incurred. 

When it is probable that total contract costs will exceed total contract revenue, the expected foss 
is recognised as an expense immediately. 

1-17. IIVIPAIRMENT OF ASSETS 

The municipality assesses at each reporting date whether there is an indication that an asset may 
be impaired. If any indication exists, or when annual impainrient testing for an asset is required, 
the municipality estimates the asset's recoverable amount. An assess recoverable amount is the 
higher of an asset's or cash -gene rating unit's (CGU) fair value less costs to sell and its value in 
use and is determined for an individual asset, uniess the asset does not generate cash inflows 
that are largely independent of those from other assets or groups of assets* Where the carrying 
amount of an asset or CGU exceeds its recoverable amount, the asset Is considered impaired 
and is written down to its recoverable amount. In assessing value in use, the estimated future 
cash flows are discounted to their present value using a pre-tax discount rate that reflects current 
market assessments of the time value of money and the risks specific to the asset In detennining 
fair value less costs to sell, an appropriate valuation model is used. Impairment losses are 
recognised in the Statement of Financial Performance In those expense categories consistent 
with the function of the impaired asset 

An assessment is made at each reporting date as to whether there is any indication that 
previously recognised impairment losses may no longer exist or may have decreased. If such 
indication exists, the municipality estimates the asset's or cash-generating unit's recoverable 
amount A previously recognised impairment loss is reversed only if there has been a change in 
the assumphons used to determine the asset's recoverable amount since the last impaiiment loss 
was recognised. The reversal is limited so that the carrying amount of the asset does not exceed 
its recoverable amount, nor exceed the carrying amount that would have been determined, net of 
depreciation, had no impairment loss been recognised for the asset in prior years. Such reversal 
is recognised in the income statement. 

1.18- INVENTORIES 

1.18,1 fnitiai Rocognition 


Inventories comprise current assets held for sale, consumption or distribution during the ordinary 
course of business. Inventories are initially recognised at cost. Cost generally refers to the 
purchase price, plus non-recoverable taxes, transport costs and any other costs in bringing the 
inventories to their current location and condition. Where inventory is manufactured, constructed 
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or produced, the cost includes the cost of labour* mateiials and overheads used during the 
manufacturing process. 

Where inventory is acquired by the miinidpality for no or nominal consideration (i.e. a non- 
exchange transaction), the cost is deemed to be equal to the fair value of the item on the date 
acquired. 

1.18.2 Subsequent Measurement 

inventories, consisting of consumable stores* raw materials, work-in-progress and finished goods, 
are valued at the lower of cost and net realisable value unless they are to be distributed at no or 
nominal charge, in which case they are measured at the lower of cost and current replacement 
cost. Redundant and siow-moving inventories are identified and written down in this way. 
Differences arising on the valuation of inventory are recognised in the Statement of Financial 
Performance in the year in which they arose. The amount of any reversal of any write-down of 
inventories arising from an increase in net realisable value or current repiacement cost is 
recognised as a reduction in the amount of inventories recognised as an expense in the period in 
which the reversal occurs. 

The carrying amount of inventories is recognised as an expense in the period that the inventory 
was sold, distributed* written off or consumed, unless that cost qualifies for capitalisation to the 
cost of another asset, 

in general, the basis of allocating cost to inventory items Is the weighted average method. 

1-19, nWANCIAL INSTRUMENTS 

Financial instruments recognised on the balance sheet include trade and other receivables, cash 
and cash equivalents, annuity loans and trade and other payables. 

1. 19.1 fnitiaf Recognition 

Financial instruments are initially recognised at fair value. 

1.19.2 Subsequent Measurement 

Financial Assets are categorised according to their nature as either financial assets at fair value 
through profit or loss, held-to-maturity, loans and receivables, or available for sale. Financial 
Liabilities are categorised as either at fair value through profit or loss or financial liabilities carried 
at amortised cost ("other"). The subsequent measurement of financial assets and liabilities 
depends on this categorisation and, in the absence of an approved GRAP Standard on Financial 
Instruments, is in accordance with IAS 39. 

1 19.2. 1 Investments 


Investments, which include listed government bonds, unlisted municipal bonds, fixed 
deposits and short-term deposits invested in registered commercial banks, are categorised 
as either he!d-to-maturity where the criteria for that categorisation are met, or as loans and 
receivables, and are measured at amortised cost. Where investments have been impaired, 
the carrying value is adjusted by the impairments and is calculated as being the difference 
between the carrying amount and the present value of the expected future cash flows flowing 
from the instrument. On disposal of an investment, the difference between the net disposal 
proceeds and the carrying amount is charged or credited to the Statement of Financial 
Performance, 
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Trade and Other Receivables 

For amounts due from debtors carried at amortised cost, the municipality 

whether objective evidence of impairment exists individually for ^ ® 

individually significant, or collectively for financial assets that are 

Objective evidence of impairment includes significant financial difficulties _ ' 

probability that the debtor will enter bankruptcy or financial reorgantsaton and defaul or 
delinquency in payments (more than 90 days overdue). If the municipali^ lU/ 

no objective evidLce of impairment exists for an individually assessed financi^al asset 
whether significant or not. it includes the asset in a Sroup of «"ancial assets with si ^ 
credit risk characteristics and collectively assesses them for impairment. Assets that are 
individually assessed for impairment and for which an impairment loss is. or continues to be, 
recognised are not included in a collective assessment of impairment. 

If there is objective evidence that an impairment loss has been incurred. 

loss is measured as the difference between the assets carrymg amount 

value of estimated future cash flows (excluding future expected credit 

yet been incurred). The carrying amount of the asset is reduced through the use of an 

allowance account and the amount of the loss is recognised m ‘^® ^‘ajement^of Fin^^^^ 

Performance. Interest income continues to be accrued on the 

based on the original effective interest rate of the asset. Loans together with 3®®“'®*®*^ 
allowance are written off when there is no realistic prospect of future ®' 

collateral has been realised or has been transferred to the municipality. ® * 

year, the amount of the estimated impairment loss increases or decreases ^®®^®® 

■ event occurring after the impairment was recognised, the previously 
loss is increased or reduced by adjusting the allowance account, if a future write-off is later 
recovered, the recovery is recognised in the income statement. 

The present value of the estimated future cash flows is discounted at the financial assets 
SnaTeSve interest rate, if material, if a loan has a variable interest rate, the discount 
rate for measuring any impairment loss is the current effective interest rate. 


Trade Payables and Borrowings 

Financial liabilities consist of trade payables and borrowings. Th^ S^vaiU'^aS 

financial liabilities held at amortised cost, are initially recognised , 

subsequently measured at amortised cost using an effective interest rate, which is the initial 
carrying amount, less repayments, plus interest. 

Cash and Cash Equivalents 

Cash includes cash on hand (including petty cash) and cash with banks. ^®®^ ®^®'®"‘® 
are short-term highly liquid investments, readily convertible into known amounts of cash th 
are held with registered banking institutions with maturities of three 
subiect to an insignificant risk of change in value. For the purpops of the 
statement, cash and cash equivalents comprise cash on hand, highly liquid deposits and net 
of bank overdrafts. The municipality categorises cash and cash equivalents as financ 
assets; loans and receivables. 

Bank overdrafts are recorded based on the facility utilised. ‘"J"®']®® 

overdraft are expensed as incurred. Amounts owing in respect of bank overdrafts a 

categorised as financial liabilities: other financial liabilities earned at amortised cost. 
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